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REFUND TAX INFORMATION 
RETAIN FOR FUTURE REFERENCE 

 
 
The following consists of summarized tax information and is provided in accordance with Section 402(f) of 
the Internal Revenue Code.  CalPERS cannot provide specific information or tax advice. Please see 
your tax consultant, the Internal Revenue Service or the State Franchise Tax Board.  For additional 
information concerning rollovers, consult the appropriate financial institution of your choice. 
 
Distributions made in the calendar year you attain age 70 ½ or later have special tax rules.  If you 
are, or will be, 70 ½ this year please contact CalPERS to request a “Required Minimum Distribution” 
packet.  
 
Distributions made before the calendar year you attain age 70 ½ - The taxable portion of your refund, 
as an Eligible Rollover Distribution (ERD) is subject to mandatory 20% Federal tax withholding unless the 
taxable portion of the refund is rolled over into an IRA or other eligible defined contribution plan.   
 
Rollovers – An Eligible Rollover Distribution (ERD) consists of the taxable portion of a refund of your 
contributions, including interest, due to a separation from all CalPERS-covered employment. You may 
avoid current taxation on the taxable amount of an ERD by rolling over that amount to an individual 
retirement arrangement (IRA) or another qualified employer retirement plan that accepts rollover 
contributions. Taxes will be reportable when you take the money out of the IRA or other qualified plan. 
 
Early withdrawal penalty – If you are under age 59 ½ at the time of the distribution, any taxable portion 
not rolled over may be subject to an early withdrawal penalty tax of 10% federal and 2 ½ % state unless an 
exception applies, PLUS any income tax due on the distribution. There are some instances where an 
individual will be exempt from the early withdrawal penalty, such as: 
 

• A lump sum distribution made to you because of your separation from service after attaining age 55 
or after becoming disabled. CalPERS cannot verify that a lump sum distribution was made due to 
disability; therefore you should contact the IRS directly to apply for this exception. 

 
• The 10% federal penalty tax will be waived when a lump sum distribution is made because of your 

separation from service as a safety member (as defined by the IRS) providing police protection, 
firefighting service or emergency medical service.  The separation of service must have occurred 
during or after the calendar year in which you attained age 50. 

 
For more information on these exceptions, please contact the Internal Revenue Service, the Franchise Tax 
Board, or your tax consultant. 
 
California State Tax Withholding – If you elect to receive an in-hand distribution of your contributions, 
California state income tax withholding is optional.  State tax, if withheld, is 2% of the taxable portion of the 
refund.  If you elect a rollover, no state tax will be withheld. 
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